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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENT S

This Report on Form 10-Q includ&fsrward-looking statementstwithin the meaning of Section 27A of the
Securities Act of 1933 and Section 21E of the SéearExchange Act of 1934 including, in particyltre
statements about our plans, strategies and praspeder the headirfifem 2. Management'’s Discussion and
Analysis of Financial Condition and Results of Gyiems” in Part | — Financial Information of this Form {D-
Forward-looking statements express an expectatideleef and contain a projection, plan or assuawptiith
regard to, among other things, our future revenimesme or capital structure. Such statementstoféuevents or
performance are not guarantees of future performand involve estimates, assumptions and uncegsirithe

” o« ” o ” o, ” w ” ow ” ou ” .

words “could,” “may,” “predict,” “anticipate,” “wold,” “believe,” “estimate,” “expect,” “forecast,"groject,”
“objective,” “intend,” “continue,” “should,” “plarf,and similar expressions are intended to iderftfyvard-looking
statements.

Some important factors that could cause our actsallts or outcomes to differ materially from thakscussed in
the forward-looking statements include, but arelimated to:

= fluctuations in customer growth and demand;

= impacts of weather on retail sales and wholesatepiand weather-related damage to our electrical
system;

= fuel and other input costs;

= generating unit availability and capacity;

= transmission and distribution system reliabilitylampacity;

= purchased power costs and availability;

= regulatory action, including, but not limited tbgtreview of our basic rates and charges by thiarad
Utility Regulatory Commission;

= federal and state legislation;

= our ownership by The AES Corporation;

= changes in our credit ratings or the credit ratioig8ES;

= decreases in the value of pension plan assetgases in pension plan expenses and our abilityni f
defined benefit pension and other post-retireméargy

= changes in financial or regulatory accounting pesic

= environmental matters, including costs of compleandth current and future environmental requireragnt

= interest rates and other costs of capital;

= the availability of capital;

= labor strikes or other workforce factors;

= facility or equipment maintenance, repairs andtehpxpenditures;

= |ocal economic conditions, including the fact ttte¢ economy has recently been in decline and faces
considerable uncertainty for the foreseeable futurieh further increases many of the risks discdisgse
our Annual Report on Form 10-K for the year ended@&nber 31, 2008;

= acts of terrorism, acts of war, pandemic eventsatural disasters such as floods, earthquakesdoss,
ice storms or other catastrophic events;

= costs and effects of legal and administrative pedo®s, settlements, investigations and claimstiaad
ultimate disposition of litigation;

= issues related to our participation in the Midwesiependent Transmission System Operator, Inc.,
including recovery of costs incurred; and

= product development and technology changes.

Most of these factors affect us through our codstéid subsidiary Indianapolis Power & Light Compaly such
factors are difficult to predict, contain uncertas that may materially affect actual results emahy are beyond
our control. Except as required of the federal gées laws, we undertake no obligation to publiapdate or
review any forward-looking information, whetherasesult of new information, future events or ottise.



PART | — FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

IPALCO ENTERPRISES, INC. and SUBSIDIARIES
Unaudited Condensed Consolidated Statements of Ince
(In Thousands)

Three Months Ended,

March 31,
2009 2008
UTILITY OPERATING REVENUES $ 289,728 $ 249,033
UTILITY OPERATING EXPENSES:
Operation:
Fuel 81,590 65,132
Other operating expenses 52,609 45,353
Power purchased 13,285 14,877
Maintenance 22,024 23,639
Depreciation and amortization 40,285 36,907
Taxes other than income taxes 8,663 10,920
Income taxes - net 22,522 15,714
Total utility operating expenses 240,978 212,542
UTILITY OPERATING INCOME 48,750 36,491
OTHER INCOME AND (DEDUCTIONS):
Allowance for equity funds used during constrowti 419 234
Miscellaneous income and (deductions) - net 228 018),
Income taxbenefit - net 6,207 7,220
Total other income and (deductions) - net 6,854 436
INTEREST AND OTHER CHARGES:
Interest on long-term debt 30,458 29,984
Other interest 459 214
Allowance for borrowed funds used during constiarc (303) (463)
Amortization of redemption premiums and expenselebt 886 755
Total interest and other charges - net 31,500 4980,
NET INCOME 24,104 12,437
LESS: PREFERRED DIVIDENDS OF SUBSIDIARY 803 803
NET INCOME APPLICABLE TO COMMON STOCK $ 23301 % 11,634

See notes to unaudited condensed consolidateccfalatatements.



IPALCO ENTERPRISES, INC. and SUBSIDIARIES

Unaudited Condensed Consolidated Balance Sheets

(In Thousands)

March 31, December 31,
2009 2008
ASSETS
UTILITY PLANT:
Utility plant in service $ 3,948,521 $ 3,919,710
Less accumulated depreciation 1,706,032 1,677,496
Utility plant in service - net 2,242,489 2,242,214
Construction work in progress 77,041 86,858
Spare parts inventory 12,327 11,053
Property held for future use 991 947
Utility plant - net 2,332,848 2,341,072
OTHER ASSETS:
Nonutility property - at cost, less accumulategméciation 698 698
Other investments 9,794 9,886
Other assets - net 10,492 10,584
CURRENT ASSETS:
Cash and cash equivalents 41,244 16,509
Short-term investments 13,050 41,550
Accounts receivable and unbilled revenue (ldssvahce
for doubtful accounts of $2,776 and $1,801peesively) 80,593 86,876
Fuel - at average cost 35,351 31,119
Materials and supplies - at average cost 48,342 47,917
Financial transmission rights 1,552 5,298
Deferred tax asset - current 12,052 8,531
Regulatory assets 6,331 17,345
Prepayments and other current assets 13,402 9,216
Total current assets 251,917 264,361
DEFERRED DEBITS:
Regulatory assets 447,163 461,729
Miscellaneous 24,023 24,665
Total deferred debits 471,186 486,394
TO TAL $ 3,066,443 $ 3,102,411
CAPITALIZATION AND LIABILITIES
CAPITALIZATIO N:
Common shareholder's deficit:
Paid in capital $ 8,920 $ 8,624
Accumulated deficit (50,532) (18,533)
Total common shareholder's deficit (41,612) (9,909)
Cumulative preferred stock of subsidiary 59,784 59,784
Long-term debt 1,666,237 1,666,085
Total capitalization 1,684,409 1,715,960
CURRENT LIABILITIES:
Short-term and current portion of long-term debt 11,191 52,691
Accounts payable 65,425 69,599
Accrued expenses 29,259 22,473
Accrued real estate and personal property taxes 28,957 26,812
Regulatory liabilities 7,084 5,735
Accrued income taxes 28,511 1,027
Accrued interest 45,038 28,168
Customer deposits 17,374 16,928
Other current liabilities 9,291 10,177
Total current liabilities 242,130 233,610
DEFERRED CREDITS AND O THER LONG-TERM LIABILITIES:
Accumulated deferred income taxes - net 389,577 398,089
Non-current income tax liability 8,382 8,351
Regulatory liabilities 477,245 471,002
Unamortized investment tax credit 14,603 15,212
Accrued pension and other postretirement benefits 225,864 234,670
Miscellaneous 24,233 25,517
Total deferred credits and other long-terabilities 1,139,904 1,152,841
COMMITMENTS AND CONTINGENCIES (Note 7)
TO TAL $ 3,066,443 $ 3,102,411

See notes to unaudited condensed consolidatecifthatatements.



IPALCO ENTERPRISES, INC. and SUBSIDIARIES
Unaudited Condensed Consolidated Statements of Caftows
(In Thousands)

Three Months Ended,

March 31,
2009 2008
CASH FLOWS FROM OPERATIONS:
Net income $ 24,104 $ 12,437
Adjustments to reconcile net income to net caslvided by operating activities:
Depreciation and amortization 39,805 38,552
Amortization of regulatory assets 1,695 (564)
Deferred income taxes and investment tax cedjitstments - net (11,191) (4,550)
Emissions allowance expense - (311)
Gains on sales and exchange of environmeniak@&ms allowances (69) (549)
Allowance for equity funds used during constiut (359) (202)
Change in certain assets and liabilities:
Accounts receivable 6,282 (7,252)
Fuel, materials and supplies (5,180) 3,881
Income taxes receivable or payable 27,506 13,044
Accounts payable and accrued expenses 7,493 9,223
Accrued real estate and personal property taxes 2,145 5,249
Accrued interest 16,870 18,281
Pension and other postretirement benefit expens (8,807) 693
Short-term and long-termregulatory assetsliabdities 23,251 26,291
Other - net (2,060) 776
Net cash provided by operating activities 121,485 114,999
CASH FLOWS FROM INVESTING ACTIVITIES:
Capital expenditures - utility (27,032) (27,091)
Purchase of short-term investments - (42,918)
Proceeds from sales and maturities of short-tevestments 29,400 35,975
Proceeds from sales of assets 69 541
Other (1,436) (854)
Net cash used in investing activities 1,001 (34,347)
CASH FLOWS FROM FINANCING ACTIVITIES:
Short-term debt borrowings 8,000 8,500
Short-term debt repayments (49,500) (9,500)
Dividends on common stock (55,300) (18,761)
Preferred dividends of subsidiary (803) (803)
Other (148) (266)
Net cash used in financing activities (97,751) (20,830)
Net change in cash and cash equivalents 24,735 59,822
Cash and cash equivalents at beginning of period 16,509 7,743
Cash and cash equivalents at end of period $ 41,244 $ 67,565
Supplemental disclosures of cash flow information:
Cash paid during the period for:
Interest (net of amount capitalized) $ 13,816 $ 11,779
Income taxes $ - $ -

See notes to unaudited condensed consolidated:falanatements.



IPALCO ENTERPRISES, INC. and SUBSIDIARIES
Notes to Unaudited Condense@€onsolidated Financial Statements

For a list of certain abbreviations or acronymsduisethe Notes to Unaudited Condensed Consolidgiteghcial
Statements, sétem 1B. Defined Termsincluded in Part | — Financial Information of tierm 10-Q.

1. ORGANIZATION

IPALCO Enterprises, Inc. is a holding company impayated under the laws of the state of Indiana LIB@ is a
wholly-owned subsidiary of The AES Corporation. IR2O was acquired by AES in March 2001. IPALCO owns
all of the outstanding common stock of its subsidi Substantially all of IPALCQO'’s business cotsisf the
generation, transmission, distribution and saleleétric energy conducted through its principalssdiary,
Indianapolis Power & Light Company. IPL was incarged under the laws of the state of Indiana in61%R2L has
approximately 470,000 retail customers in the oftindianapolis and neighboring cities, towns anthmunities,
and adjacent rural areas all within the state didna, the most distant point being approximateiyyfmiles from
Indianapolis. IPL has an exclusive right to provédectric service to those customers. IPL ownsaretates two
primarily coal-fired generating plants, one comtimacoal and gas-fired plant and a separatelylsitambustion
turbine that are all used for generating electridiPL’s net electric generation capability for vénand summer is
3,492 MW and 3,353 MW, respectively. IPALCQO’s atldérect subsidiary is Mid-America Capital Resowwciac.
Mid-America is the holding company for IPALCO’s egulated activities.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying Unaudited Condensed Consolidateahé&ial Statements include the accounts of IPALIRD,
and Mid-America. All significant intercompany amdsitiave been eliminated. The accompanying financial
statements are unaudited; however, they have lrepanged in accordance with accounting principlesegaly
accepted in the United States of America for imefinancial information and in conjunction with thdes and
regulations of the Securities and Exchange Comuomsgiccordingly, they do not include all of thedssures
required by GAAP for annual fiscal reporting pesgoth the opinion of management, all adjustments wérmal
recurring nature necessary for fair presentatiorefiseen included. The electric utility businesaffected by
seasonal weather patterns throughout the yeatlz@fore, the operating revenues and associatiing
expenses are not generated evenly by month durengdar. These unaudited financial statements ibege
prepared in accordance with the accounting polidesribed in IPALCO’s Annual Report on Form 106 the
year ended December 31, 2008 and should be reamhjonction therewith. Certain prior period amoumse been
reclassified to conform to current year presentatio

Use of Management Estimates

The preparation of financial statements in confeymiith GAAP requires that management make ceeatimates
and assumptions that affect the reported amourdass#ts and liabilities and disclosure of contihgssets and
liabilities at the date of the financial statemeiitse reported amounts of revenues and expensegydbe
reporting period may also be affected by the esmand assumptions management is required to rAakeal
results may differ from those estimates.

New Accounting Pronouncements

Statement of Financial Accounting Standards 160riNontrolling Interests in Consolidated Financidgh®ments —
an amendment of ARB No. 51”

In December 2007, the Financial Accounting Stansl@ulard issued SFAS 160 establishing accounting and
reporting standards for the noncontrolling inteiest subsidiary. SFAS 160 is effective for IPAL®&ginning
January 1, 2009 and must be applied to all pefjoesented in the financial statements. In accorlaiih SFAS
160, we have changed the presentation on IPALC@&udited Condensed Consolidated Statements of kmtom
show the dividends related to those shares arebediivg presented as a deduction from Net Incomeriveaat Net
Income Applicable to Common Stock.



SFAS 161 “Disclosures about Derivative Instrumeartd Hedging Activities — an amendment of FASB Siexté
No. 133"

In March 2008, the FASB issued SFAS 161 which neguadditional disclosures about derivatives, logischot
change the method of accounting for derivative® adiditional disclosures include: the objectivethefderivative
instruments and hedging activities, the methodcobanting for such instruments under SFAS 133 “Awettimg for
Derivative Instruments and Hedging Activities” aitglrelated interpretations, and a tabular disaesi the effects
of such instruments and related hedged items @antty’s financial position, operations, and cashE. Contracts
that meet the criteria for and that are designateter the normal purchases and normal sales eroemte not
recorded at fair value and are not included indiselosure requirements of SFAS 161. SFAS 161fectve for
IPALCO beginning January 1, 2009. The guidanceSieAS 161 also states that the provisions of thieSikant
need not be applied to immaterial items. IPALCOag@s in limited derivative and hedging activitiédditionally,
IPALCO's larger derivative items both qualify faxgulatory treatment under SFAS 71 “Accounting far Effect of
Certain Types of Regulation” and therefore any alized gains or losses related to those items efermdd as
regulatory assets or liabilities instead of beiagognized in the statements of income. As a reselfave
determined that our derivative items are not malkeéoi our financial statements at this time andehferefore
excluded the additional disclosures of SFAS 16&a& refer to Note 4 of this Quarterly Report omFd0-Q
and/or IPALCO’s Annual Report on Form 10-K for §year ended December 31, 2008 for more informatdated
to IPALCO’s derivative activities.

3. REGULATORY MATTERS
Basic Rates and Charges

IPL’s basic rates and charges are determined giftarg consideration, on a pro-forma basis, taa#ittwable costs
for ratemaking purposes and include a fair returthe fair value of the utility property used ars:ful in

providing service to customers. Pursuant to stathéelndiana Utility Regulatory Commission is anduct a
periodic review of the basic rates and chargedl atisities at least once every four years, bug tRC has the
authority to review the rates of any utility at aipe it chooses. Once set, the basic rates angedauthorized do
not assure the realization of a fair return onféilevalue of property. IPL’s basic rates and cleargere last
adjusted in 1996.

Fuel Adjustment Charge and Authorized Annual Jurisdctional Net Operating Income

IPL may apply to the IURC for a change in IPL’sIfabarge every three months to recover IPL’s egtiohéuel
costs, including the energy portion of purchaseggyaosts, which may be above or below the levelkided in
IPL’s basic rates and charges. Independent ofURCI's ability to review basic rates and chargedjdna law
requires electric utilities under the jurisdictiohthe IURC to meet operating expense and incosteréguirements
as a condition for approval of requested chang#sar-AC. Additionally, customer refunds may resiudt utility’s
rolling twelve month operating income, determinédwaarterly measurement dates, exceeds a utilitytsorized
annual jurisdictional net operating income andéhane not sufficient applicable cumulative net afiag income
deficiencies against which the excess rolling twetwonth jurisdictional net operating income carofiget.

In IPL’s two most recently approved FAC filings (EA1 and 82), the IURC found that its rolling anlnua
jurisdictional retail electric net operating inconvas lower than the authorized annual jurisdictiomd operating
income. In addition, in IPL's March 2009 FAC filifgAC 83), which has not yet been approved by theQ,
IPL’s rolling annual jurisdictional retail electrizet operating income was also calculated to beddhan the
authorized annual jurisdictional net operating imedfor the twelve months ended January 31, 200@eier, in
IPL's FAC 76 through 80 filings, the IURC found thts rolling annual jurisdictional retail electniet operating
income was greater than the authorized annuabjatienal net operating income. Because IPL hasnautative
net operating income deficiency, it has not beguired to make customer refunds in its FAC proasgsli
However, in an effort to allay concerns raisedtimy {URC regarding IPL’s level of earnings, in IPL4RC
approved FAC 79 and 80, IPL provided voluntary @ssi its retail customers totaling $30 millionca®2 million,
respectively. IPL recorded a $30 million deferradlfregulatory liability in March 2008 and a $2 linih deferred
fuel regulatory liability in June 2008, with corpesding and respective reductions against revefoudkese



voluntary credits. All of these credits have bepplied in the form of offsets against fuel chargest customers
would have otherwise been billed during June 1826Pough February 28, 2009.

Midwest Independent Transmission System Operator,Hc.
Midwest ISO’s Energy and Ancillary Services Markedsiff

As a member of the Midwest ISO, we must comply lith Midwest ISO Tariff. The tariff has been amahffem
time to time to cover expansions of Midwest ISOpeations. The tariff originally covered only tramission, but
was amended to include terms and conditions oEtrergy Market that was launched in April 2005 dme ASM
launched in January 2009. Ancillary services areises required to reliably deliver electric powand include
such things as operating reserves and frequendyotonraditionally, each utility was required toopide these
services themselves or purchase them from a thirgy.pwith the launch of the ASM, the buying antisg of
ancillary services are able to be integrated withexisting Energy Market, thus providing greaféiciency in the
delivery of these services and lower costs

Midwest ISO Real Time Revenue Sufficiency Guarantee

The Midwest ISO collects RSG First Pass chargeas fraarket participants that cause additional geiwerad be
dispatched when the costs of such generation dnecovered. Over the past two years, there hage be
disagreements between interested parties regattiéncplculation methodology for RSG charges andvtioisvest
ISO has changed their methodology multiple time€écember 2008, the Midwest ISO filed with the EER
proposed revisions and clarifications to the calttah of the RSG charges and has since begun tibsusew
methodology in January 2009, including making reseients of previous calculations. The Midwest liISGtill
awaiting a final FERC ruling on the proposed newiffand RSG methodology. IPL is currently ablerézover the
fuel portion of its RSG charges from its custormtarsugh its FAC proceedings and the remaining RB&ges are
deferred as regulatory assets for future recow&fhyile there have been several rulings on the RSGeiby the
FERC, we are still waiting for FERC'’s final ruliron the Midwest ISO’s last methodology filing. TRéRC's
orders in IPL's FAC 77, FAC 78 and FAC 79 procegdiapproved IPL’'s FAC factor on an interim, subject
refund basis pending the outcome of the FERC prbingeegarding RSG charges and any subsequentlappea
therefrom. While IPL cannot predict the outcomehaf federal proceedings, any changes could impaatash
flows, but as long as such costs are still considi@robable for future recovery, they will not irspaur operating
results.

Financing Order

Please see Note 9ndebtedness’for information regarding approval from the IURE&refinance our variable rate
debt.

4. FAIR VALUE MEASUREMENTS

IPALCO did not have any assets or liabilities meadiat fair value on a nonrecurring basis, whickehaeen
adjusted to fair value during the periods covengthis report. In accordance with SFAS No. 157 fRé&lue
Measurement”, we have categorized our financiatasand liabilities, based on the priority of thputs to the
valuation technique, into a three-level fair vahierarchy as set forth below. If the inputs usechmsure the
financial instruments fall within different leveds the hierarchy, the categorization is based erdivest level
input that is significant to the fair value measnest of the instrument. All of IPALCO’s derivativegich we
measure at fair value on a recurring basis have bategorized as level 3 in the fair value hierarétor a
discussion of the valuation techniques used to areasur financial assets and liabilities we meastifair value on
a recurring basis, please refer to IPALCO’s AnriReport on Form 10-K for the year ended DecembefGQ8.



Financial assets and liabilities recorded on thaudiited Condensed Consolidated Balance Sheetatgocized
based on the inputs to the valuation techniquédsliasvs:

Level 1 - unadjusted quoted prices for identicakgs or liabilities in an active market.

Level 2 - inputs from quoted prices in markets vehieading occurs infrequently or quoted pricesstruments
with similar attributes in active markets.

Level 3 - unobservable inputs reflecting managefenwn assumptions about the inputs used in prithiegasset or
liability.

The following table presents the financial assatslabilities we measure at fair value on a reogrbasis, based
on the fair value hierarchy as of March 31, 2009:

Fair Value Measurements at
March 31, 2009, Using
Level 1 Level 2 Level 3
(In Thousands)

Financial assets:

Short-term investments $ - 3 - % 13,050
Financial transmission rights - - 1,552
Total financial assets measured at fair value $ - 3 - $ 14,602

Financial liabilities:

Interest rate swap $ - $ - % 8,764
Other derivative liabilities - - 220
Total financial liabilities measured at fair value $ - 3 - $ 8,984

The following table sets forth a reconciliationfiofancial instruments classified as Level 3 in thie value
hierarchy:

Derivative Financial

Instruments, net Short-term
asset (liability) Investments Total
(In Thousands)

Balance at January 1, 2009 $ (4,814) $ 41550 $ 6,736
Unrealized gains (losses) recognized in earnings 27) - 27)
Unrealized gain recognized as a regulatory ligbilit 709 - 709
Issuances and settlements, net 3003, (28,500) (31,800)

Balance at March 31, 2009 $ (7432) $ 13,050 $ 5,618
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5. INDEBTEDNESS
Financing Order

In January 2009, the IURC issued an order appraWgihés financing petition filed in August 2008. Tloeder

grants IPL the authority to enter into capital Ezabligations not to exceed an aggregate prineipalunt of $10.0
million outstanding at any one time and to refirgritappropriate, four variable rate debt issugsantly
outstanding totaling $171.9 million, at any timeatlghout the period ending December 31, 2010. Eniable rate
debt includes three series whose interest rateseaia a weekly auction rate process and onessttét is set based
on a weekly remarketed rate. Given the volatilityhe capital markets, IPL will continue to evakuds alternatives
with regard to refinancing this debt.

Variable-Rate Unsecured Debt

As described in our 2008 Form 10-K, IPL is liakde interest and principal on IPL’'s $40 Million Cibf
Petersburg, Indiana, Pollution Control Refundinyé&trie Bonds Adjustable Rate Tender Securities $S&€65B,
Indianapolis Power & Light Company Project. Intéras the 1995B Bonds varies with the tax-exemptklyerate
reset through a remarketing process. During 2088.68bmillion of the 1995B Bonds were not remarkedad were
tendered to the trustee. In accordance with thegaf IPL’'s committed liquidity facility, the trusé drew $39.7
million against this facility to fund the tenderdarelated accrued interest. IPL also has in placetarest rate swap
agreement which was entered into to hedge ourasteate exposure on the 1995B Bonds. As a rektiiedl995B
Bonds not being remarketed, the swap counterpaescised its right to pay interest to IPL at theadative
floating rate on the 1995B Bonds which were notadated. During March 2009, $28.5 million of thded 1995B
Bonds were successfully remarketed and the procgedsused to repay the liquidity facility. Thedree held the
remaining $11.1 million of the 1995B Bonds, whichres not remarketed, on IPL’s behalf as of March2RD9. All
of the 1995B Bonds remain outstanding and IPL cwets to pay interest on them, even though IPL thas t
recipient of the interest on the $11.1 million thetre not remarketed as of March 31, 2009. Additilgn IPL was
liable for the $11.2 million draw on the liquiditgcility.

As of March 31, 2009, IPL's effective interest ratethe 1995B Bonds, including the liquidity fatyiland the
interest rate swap agreement was approximate&.ur March 31, 2009 balance sheet reflects oligation on
the 1995B Bonds in long-term debt. Because managieetieved the 1995B Bonds would be remarketed or
refinanced within one year, we are presenting theumt payable on the liquidity facility and our @stment in the
1995B Bonds as current in our March 31, 2009 anceDwer 31, 2008 balance sheets. In April 2009 fdhe
remaining $11.1 million of the 1995B Bonds werecassfully remarketed and the proceeds were usexpay the
liquidity facility.

When the 1995B Bonds are successfully remarketddhanalternative floating rate is not in effebi interest rate
is synthetically fixed at 5.21%. Effective May @D, as a result of the bond insurer’s recent tomvngrades, the
swap counterparty again exercised its right toiptgrest to IPL at the alternative floating rate. éresult,
beginning May 6, 2009, IPL’s effective interester&r the 1995B Bonds, including the interest sat@p
agreement, increased from 5.21% to approximatel§Pa. Such rates reset weekly.

11



6. PENSION AND OTHER POSTRETIREMENT BENEFITS

The following tables present information relatinghie Employees’ Retirement Plan of Indianapolis/@o& Light
Company and the Supplemental Retirement Plan dgdhagbolis Power & Light Company, which are combiaad
shown as Pension Benefits. The following tables plesent information relating to Other PostreteatrBenefits:

Pension
Benefits

Other

Postretirement

Benefits

(In Thousands)

Net funded status of plans:

Net funded status at December 31, 2008, beforadpstments $ (222,233) $ (13,083)
Net benefit cost components reflected in net furstatlis during quarter:
Service cost (1,580) (350)
Interest cost (8,018) (171)
Expected return on assets 6,037 -
Employer contributions during quarter 5,000 86
March 2009 postretirement actuarial adjustrtent - 7,802
Net funded status at March 31, 2009 $ (220,794) $ (5,716)
Regulatory assets (liabilities) related to pensioff
Regulatory assets at December 31, 2008, beforadjastments $ 280,277 $ 390
March 2009 postretirement actuarial adjustrtent - (7,802)
Amount reclassified through net benefit cost:
Amortization of prior service (cost) credit (881) 39
Amortization of net actuarial (loss) gain (4,070) 5
Regulatory assets (liabilities) at March 31, 200%efore tax adjustments $ 275,326 % (7,368)

M geeOther Postretirement Employee Benefits and Expeisow.

@ Amounts that would otherwise be charged/crediteicrumulated Other Comprehensive Income or Loss application of Statement of
Financial Accounting Standards No. 158 “Employdtstounting for Defined Benefits Pension and Othestretirement Plans — an
amendment of FASB Statements No. 87, 88, 106, 88R"Lare recorded as a regulatory asset or ligthkicause IPL has historically
recovered and currently recovers pension and gibstretirement benefit expenses in rates. Thesermeeognized amounts yet to be

recognized as components of net periodic benediisco

Pension Expense

The following table presents Net Periodic BenebfisCinformation relating to the Pension Plans corabi

For the Three Months Ended,
March 31,
2009 2008
(In Thousands)

Components of net periodic benefit cost:

Service cost $ 1580 $ 1,312
Interest cost 8,018 7,580
Expected return on plan assets (6,037) (7,873)
Amortization of prior service cost 881 717
Amortization of actuarial loss 4,070 342
Net periodic benefit cost $ 8,512 $ 2,078
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Other Postretirement Employee Benefits and Expense

In March 2009, IPL amended the Other Postretirerhengfit plan by reducing the benefits offeredadain
participants. As a result, IPL performed a remeasent of its liability and net periodic benefit tofor 2009. The
net effect of the amendment and remeasurement $@sanillion reduction in the other postretirembability
and a $1.5 million reduction in the 2009 other petsement expense ($1.9 million on an annualizzsld) as
compared to before the remeasurement.

The following table presents Net Periodic BenefisCinformation relating to other postretirememdigs:

For the Three Months Ended,
March 31,
2009 2008
(In Thousands)

Components of net periodic benefit cost:

Service cost $ 350 $ 279
Interest cost 171 161
Amortization of prior service cost (Credit) (39) (14)
Amortization of actuarial loss (gain) (5) (4)
Net periodic benefit cosf” $ 477 3 422

@ sSee'Other Postretirement Employee Benefits and Experdmve.
7. COMMITMENTS AND CONTINGENCIES
Legal

As of March 31, 2009 and December 31, 2008, IPL avdsfendant in approximately 114 pending lawsallegging
personal injury or wrongful death stemming from esyre to asbestos and asbestos containing prdductsrly
located in IPL power plants. IPL has been nameal ‘gsemises defendant” in that IPL did not mine hofacture,
distribute or install asbestos or asbestos comtgiproducts. These suits have been brought onfoghadrsons
who worked for contractors or subcontractors hivgdPL. IPL has insurance which may cover someipuastof
these claims; currently, these cases are beingndefeby counsel retained by various insurers wraiempolicies
applicable to the period of time during which mw¢hihe exposure has been alleged.

It is possible that a material additional loss withard to the asbestos lawsuits could be incuiethis time, an
estimate of additional loss cannot be made. IPLskétted a number of asbestos related lawsuitarfaunts which,
individually and in the aggregate, were not matéadPL or IPALCO’s results of operations, finaatcondition or
cash flows. Historically, settlements paid on IPh&half have been comprised of proceeds from omecoe
insurers along with comparatively smaller contribg by IPL. We are unable to estimate the numbehe effect
of, or losses or range of loss which are reasonatgible from the pending lawsuits or any addé@l@sbestos
suits. Furthermore, we are unable to estimate dingop of a settlement amount, if any, that mayh#l from any
insurance coverage for any known or unknown clawesordingly, there is no assurance that the penpdimany
additional suits will not have a material adverfea on IPALCO’s results of operations, finanataindition or
cash flows.

In November 2007, the International Brotherhooglefctrical Workers, Local Union No. 1395, and sete
individual retirees, (the “Complainants”), fileccamplaint at the IURC seeking enforcement of the@rpretation
of the 1995 final order and associated settlemgir@eanent resolving IPL’s basic rate case. The Caimphts are
requesting that the IURC conduct an investigatibiiPb’s failure to fund the Voluntary Employee Béiogary
Assaociation Trust, at a level of approximately $ilion per year. The VEBA Trust was spun off toiadependent
trustee in 2001. The complaint seeks an IURC arelguiring IPL to make contributions to place theBATrust in
the financial position in which allegedly it woubéve been had IPL not ceased making annual cotitnitsuto the
VEBA Trust after its spin off. The Complaint alsee&s an IURC order requiring IPL to resume makimguzl
contributions to the VEBA Trust. IPL filed a moti¢ém dismiss and both parties are seeking summaignpent in
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the IURC proceeding. IPL believes it has meritosidefenses to the Complainants' claims and itasgert them
vigorously in response to the complaint; howeveeré can be no assurances that it will be sucdessfa efforts.

In addition, IPALCO and IPL are involved in litigah arising in the normal course of business. Witikeresults of
such litigation cannot be predicted with certaimhgnagement believes that the final outcome willhave a
material adverse effect on IPALCO’s results of @piens, financial condition or cash flows.

Environmental

We are subject to various federal, state and lexaironmental protection and health and safety lamd
regulations governing, among other things, the gaima, storage, handling, use, disposal and tiateton of
hazardous materials; the emission and discharpazardous and other materials into the environnzamt;the
health and safety of our employees. These lawsegulations often require a lengthy and complexess of
obtaining and renewing permits and other governaientthorizations from federal, state and locahaggs.
Violation of these laws, regulations or permits casult in substantial fines, other sanctions, [ter@vocation
and/or facility shutdowns. We cannot assure thahaxee been or will be at all times in full compl@with such
laws, regulations and permits, however, we do etiete any currently open investigations will reésalfines
material to our results of operations, financiatdition or cash flows.

8. SEGMENT INFORMATION

Operating segments are components of an entefprisehich separate financial information is avaiéabnd is
evaluated regularly by the chief operating decisiaker in assessing performance and deciding haldcate
resources. Substantially all of our business ctssisthe generation, transmission, distributiod aale of electric
energy conducted through IPL which is a verticaltggrated electric utility. IPALCO’s reportable $iness
segments are utility and nonutility. Utility netciome for the three months ended March 31, 2002808 was
$34.0 million and $21.5 million, respectively. Thenutility category primarily includes the 2008 IPGO Notes,
2011 IPALCO Notes and 2016 IPALCO Notes; approxaha$5.1 million and $5.2 million of nonutility casand
cash equivalents, as of March 31, 2009 and DeceB81he008, respectively; short-term and long-teomutility
investments (including a 4.4% ownership intere€merTech Capital Partners Il L.P.) of $9.0 millanMarch 31,
2009 and December 31, 2008, respectively; and iedamxes and interest related to those items. Twagseno
nonutility operating income during the periods aaekby this report. However, the nonutility opemgtsegment
had net losses of $9.9 million and $9.8 million tlee three months ended March 31, 2009 and 2068ectively.
Nonutility assets represented less than 1% of IP@IsGotal assets as of March 31, 2009 and DeceBhe2008.
There were no nonutility capital expenditures dutime three months ended March 31, 2009 and 20@8. T
accounting policies of the identified segmentsamesistent with those policies and procedures destin the
summary of significant accounting policies. Intgneent sales, if any, are generally based on ptiwgeflect the
current market conditions.
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ITEM 1B. DEFINED TERMS

DEFINED TERMS

The following is a list of frequently used abbreigas or acronyms that are found in this Form 10-Q:

1995B Bonds IPL’s $40 Million City of Petersburggdiana, Pollution Control Refunding
Revenue Bonds Adjustable Rate Tender SecuritigesSE995B,
Indianapolis Power & Light Company Project
2008 Form 10-K IPALCO’s Annual Report on Form 10 the year ended December 31,
2008
$375 million of 8.375% (origirupon 7.375%) Senior Secured Notes due
November 14, 2008
$375 million of 8.625% (origirupon 7.625%) Senior Secured Notes due
November 14, 2011
$400 million of 7.25% Senior SeclNotes due April 1, 2016

2008 IPALCO Notes

2011 IPALCO Notes

2016 IPALCO Notes

AES The AES Corporation

CAA Clean Air Act

CO, Carbon Dioxide

EPA U.S. Environmental Protection Agency

Exchange Act
FAC

Securities Exchange Act of 1934, asraied
Fuel Adjustment Charges

FASB Financial Accounting Standards Board

FERC Federal Energy Regulatory Commission

GAAP Accounting principles generally accepted ie United States of America
IPALCO IPALCO Enterprises, Inc.

IPL Indianapolis Power & Light Company

IURC Indiana Utility Regulatory Commission

kWh Kilowatt hours

MW Megawatt

Midwest ISO Midwest Independent Transmission SyS@gparator, Inc.

Mid-America
Pension Plans

Mid-America Capital Resources, Inc.
Employees’ Retirement Plan of IngialimPower & Light Company and
Supplemental Retirement Plan of Indianapolis Pa&vkeight Company

RSG Revenue Sufficiency Guarantee

SFAS 160 Statement of Financial Accounting Starglaid. 160 “Non-controlling
Interests in Consolidated Financial Statements ana@ndment of ARB
No. 51"

SFAS 161 Statement of Financial Accounting Starsl&lo. 161 “Disclosures about
Derivative Instruments and Hedging Activities —aanendment of FASB
Statement No. 133"

SO, Sulfur Dioxide

VEBA Trust Voluntary Employee Beneficiary AssocatiTrust
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND
RESULTS OF OPERATIONS

The following discussion and analysis should bel ieaconjunction with our Unaudited Condensed Cédated
Financial Statements and the notes thereto includ8tém 1. Financial Statementsihcluded in Part | — Financial
Information of this Form 10-Q. The following disirsn contains forward-looking statements. Our daesults
may differ materially from the results suggestedhmse forward-looking statements. Please'Gaationary Note
Regarding Forward — Looking Statementg’the beginning of this Form 10-Q. For a listeftain abbreviations or
acronyms used in this discussion, démm 1B. Defined Termsincluded in Part | — Financial Information of this
Form 10-Q.

DESCRIPTION OF THE COMPANY

IPALCO is a holding company incorporated underléves of the state of Indiana. Our principal sulssigiis IPL, a
regulated utility operating in the state of IndiaBabstantially all of our business consists ofgbeeration,
transmission, distribution and sale of electricrggeconducted through IPL. Our other direct sulzsigi Mid-
America, is the holding company for our unreguladetivities. Mid-America’s only significant invesemt is a
small minority ownership interest in EnerTech CalpiRartners Il L.P., a venture capital fund, witfteeorded value
of $6.8 million as of March 31, 2009 and DecemkkrZ008. Our business segments are utility and tilyu

We are primarily engaged in generating, transngjttdistributing and selling electric energy to apgmately
470,000 retail customers in the city of Indianapalind neighboring areas within the state of Indislvia have an
exclusive right to provide electric service to thasistomers. We own and operate four generatitigrssa all

within the state of Indiana. More than 99% of atat electricity produced was generated from ciatural gas
and fuel oil combined to provide the remaining k@émeration (primarily for peaking capacity). Out akectric
generation capability for winter and summer is 2,40/ and 3,353 MW, respectively. Our corporate ioigss to
serve our customers’ needs for electric power igsihat provide exceptional value to our custom&nareholders,
people and communities.

IMPACTS OF WEAK ECONOMIC CONDITIONS

The United States and global economies are exmnigsignificant turmoil, including a crisis in tleeedit markets,
high inflation rates and significant losses in ity markets. We believe that our core businesefits from
relatively inelastic demand for electricity andrfrdhe fact that our retail sales are protected fcompetition as a
result of our tariff. However, if the credit crissprotracted, deteriorates further, or leads lerger recession, such
events could have a material adverse impact orash flows from operations and our liquidity anthficial
position. The following discussion is an updat@mnal should be read in conjunction with the disarsgicluded in
“Impacts of Weak Economic Conditidirscluded in ‘item 7. Management’s Discussion and Analysis okl
Condition and Results of Operatidriscluded in our 2008 Form 10-K.

While currently not material to our liquidity or idity to service our debts, we nonetheless hava ladf=cted by the
weak economic conditions. As described in our 28668n 10-K, IPL is liable for interest and principai the
1995B Bonds. Interest on the 1995B Bonds variel thié tax-exempt weekly rate reset through a reetisuds
process. During 2008, $39.6 million of the 1995BmB® were not remarketed and were tendered toubieg. In
accordance with the terms of IPL’'s committed lidtyidacility, the trustee drew $39.7 million againkis facility to
fund the tender and related accrued interest. |§d.tzas in place an interest rate swap agreemanhwias entered
into to hedge our interest rate exposure on th&B¥onds. As a result of the 1995B Bonds not beémgarketed,
the swap counterparty exercised its right to p#grast to IPL at the alternative floating rate lb@ 1995B Bonds
which were not remarketed. During March 2009, $28ilion of the failed 1995B Bonds were successfull
remarketed and the proceeds were used to repdigtiidity facility. The trustee held the remainig1.1 million

of the 1995B Bonds, which were not remarketed,Ririd behalf as of March 31, 2009. All of the 199BBnds
remain outstanding and IPL continues to pay intevashem, even though IPL was the recipient ofitiderest on
the $11.1 million that were not remarketed as ofdi81, 2009. Additionally, IPL was liable for tB&1.2 million
draw on the liquidity facility. In April 2009, atf the remaining $11.1 million of the 1995B Bondsres
successfully remarketed and the proceeds weretasegay the liquidity facility.

16



When the 1995B Bonds are successfully remarketddhanalternative floating rate is not in effeti interest rate
is synthetically fixed at 5.21%. Effective May &@®, as a result of the bond insurer’s recent tomivngrades, the
swap counterparty again exercised its right toiptgrest to IPL at the alternative floating rate. &result,
beginning May 6, 2009, IPL’s effective interester&r the 1995B Bonds, including the interest sat@p
agreement, increased from 5.21% to approximatel§Pa. Such rates reset weekly.

As part of the overall weakened economy, therebleas a significant decrease in average wholesaddriel prices
in our region, due primarily to the decline in deddor power and the decline in market prices et fprimarily
natural gas and coal). Over the past five years|egale revenues represented 5.9% of our totafrieleevenue.
Because most of our nonfuel costs are fixed irsti@t term, a decline in wholesale prices can lzasignificant
impact on earnings. This is evidenced by the $3lGomdecrease in wholesale revenues experienceidg the
three months ended March 31, 2009 as comparec teatime period in 2008, of which $6.5 million isnfrthe price
decline partially offset by a $2.9 million positivelume variance.

RESULTS OF OPERATIONS

The electric utility business is affected by seasaveather patterns throughout the year and, tbexethe operating
revenues and associated expenses are not genevatdg by month during the year.

Comparison of three months ended March 31, 2009 arttiree months ended March 31, 2008
Utility Operating Revenues

Utility operating revenues during the three morghded March 31, 2009 increased by $40.7 millionpaned to
the same period in 2008, which resulted from ttiefong changes (dollars in thousands):

Three months ended March 31, Percentage
2009 2008 Change Change
Utility Operating Revenues:
Retail Revenues $ 273,083 $ 228,790 $ 44,293 19.4%
Wholesale Revenues 11,350 14,929 (3,579) (24.0)%
Miscellaneous Revenues 5,295 314, (19) (0.4)%

Total Utility Operating Revenues $ 289,728 $ 249,033 $ 40,695 16.3%

Heating Degree Days:
Actual 2,702 2,888 (186) (6.4)%
30-year Average 2,873 2,873

The 16.3% increase in utility operating revenues p@amarily due to a 19.4% increase in retail rexem This
increase was primarily due to a $30.0 million raghrcagainst revenues recorded in the first quart@008 to
recognize credits offered by IPL to its retail amers. The credits, which were approved by the IURé&e offered
by IPL to allay concerns raised by the IURC asRo'$ level of earnings.

Excluding the effect of the $30.0 million of crexlih 2008, retail revenues increased by 5.5% ($dlI®n)
primarily due to a 12.4% increase in the weighteerage price per kWh sold ($27.0 million), partiadffset by a
6.1% decrease in the quantity of kwWh sold ($12[fian). The increase in the weighted average poickWhs sold
was primarily due to a $19.1 million increase irlftevenues, which is offset by increased fuel pund¢hased
power expenses attributable to serving our jurigmtial retail customers (see discussion in “Utifiperating
Expenses”) and a $2.3 million increase in revemakded to our Clean Coal Technology projects. Ao
declining block rate structure generally providesresidential and commercial customers to be atheglower per
kWh rate at higher consumption levels. Therefosey@umes decrease as they did in 2009 compar2dd®, the
weighted average price per kWh increases. The dseri@ the quantity of retail kWhs sold was prityadue to the
6.4% decrease in heating degree days during thea@dle periods.
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The 24.0% decrease in wholesale revenues is phnthure to a 36.2% decrease in the weighted avardge per
kWh sold ($6.5 million), partially offset by a 194lincrease in the quantity of kwh sold ($2.9 miilioThe
increase in quantity was primarily due to the tighand duration of scheduled generating unit maariea outages.
The quantity and price of wholesale kWh sales @ ismpacted by the ability of our generation todispatched by
the Midwest ISO at wholesale prices that are almawverariable costs and the amount of electricityhaee
available to sell in the wholesale market. Ourigbib be dispatched in the Midwest ISO marketrisnarily
impacted by the locational market price of eledlyiand variable generation costs. The amountexdtatity
available for wholesale sales is impacted by otailrkvad requirements, our generation capacity @mitl
availability.

Utility Operating Expenses

The following table illustrates our primary openatiexpense changes from the three months endechar008
to the three months ended March 31, 2009 (in midljo

Operating Expenses for the three months ended MarcB1, 2008 $ 212.5

Increase in fuel costs 16.5
Increase in other operating expenses 7.3
Increase in income taxes — net 6.8
Decrease in taxes other than income taxes 2.3) (
Other miscellaneous variances 0.2

Operating Expenses for the three months ended MarcB1, 2009 $ 241.0

The $16.5 million increase in fuel costs is priyadue to a $17.7 million increase in deferred fuests as the
result of variances between estimated fuel andiased power costs in our FAC and actual fuel amdhaised
power costs. We are generally permitted to recamderestimated fuel and purchased power costglinefuates
through the FAC proceedings and therefore, thesarst deferred and amortized into expense in time geeriod

that our rates are adjusted (See dlsquidity and Capital Resources — Regulatory Maste Fuel Adjustment
Charge and Authorized Annual Jurisdictional Net @pieg Income’). Deferred fuel costs are recorded in Fuel on
the accompanying Unaudited Condensed Consoliddsedrgents of Income.

The increase in other operating expenses was plyndaie to an increase in pension expense ($6.Homjl Net
periodic benefit cost (pension expense) increased $2.1 million in 2008 to $8.5 million in 2009hiE increase
was primarily due to an increase of $3.7 millioramortization of actuarial loss and a $1.8 milldecrease in the
expected return on plan assets. Both of these ardhie variances are primarily the result of thmiicant decline
in market value of our pension assets in 2008. @édine coupled with a decline in the discount iaded to value
pension liabilities resulted in a $185.9 milliort aetuarial loss in 2008, which is being amortizgd expense over
12 years in accordance with GAAP.

The $6.8 million increase in income tax expense prvasarily due to an increase in pretax net opegatincome for
the reasons previously described.

The $2.3 million decrease in taxes other than iretames was primarily due to a decrease in theuatfor 2008

property taxes payable in 2009 adjusted to reflectate and assessed value information recenthnaanicated to
us by the appropriate taxing authority.
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Other Income and Deductions

Other income and deductions remained relativelyfflathe three months ended March 31, 2009 as aoadpto the
same period in 2008. Included in the variation $l& million increase in miscellaneous income @@tliuctions) -
net due to a $0.8 million increase in interest meand various other individually immaterial iterffibis increase is
partially offset by a $1.0 million decrease in theome tax benefit due to various individually intevéal items.

Interest and Other Charges

Interest and other charges also remained relatilalyor the three months ended March 31, 2008cespared to
the same period in 2008. We did however experiars&.4 million increase in interest expense dweweighted
average increase in the amount of long-term delbitageoutstanding and an increase in the amountamgisg on
our $150 million credit facility in the comparalgeriods. These increases were partially offset $§.6 million
decrease in interest expense due to a weightedgeélecrease in the interest rate on our long-tiefsh Debt
balances are higher as a result of the refinariai2@08 of IPALCO’s $375 million of 8.375% (origiheoupon
7.375%) Senior Secured Notes due November 14, 2@885400 million of 7.25% Senior Secured Notes éAipeil
1, 2016, and due to borrowings on our committeditfeacility to fund the failed weekly remarketing§the 1995B
Bonds.

LIQUIDITY AND CAPITAL RESOURCES

As of March 31, 2009, we had unrestricted cashcasth equivalents of $41.2 million. As of March 2009, we
also had available borrowing capacity of $108.7iamlunder our $150.0 million committed credit fiétgi after
outstanding borrowings, existing letters of crexhitl liquidity support for IPL’s 1995B Bonds, whiate remarketed
weekly. As of March 31, 2009, we have borrowed 3illion on our committed credit facility to suppohe
1995B Bonds, which have experienced unsuccesshanieting, and the associated interest. As of Ma&3009
there is no outstanding balance on IPL’'s commitiedlit facility to support the 1995B Bonds. Sémgacts of
Weak Economic Conditiongbr further information on successful remarketaighe remaining 1995B Bonds. All
of IPL’s long-term borrowings must first be appravgy the IURC and the aggregate amount of IPL'ststeom
indebtedness must be approved by the Federal ERagylatory Commission. We have approval from FERC
borrow up to $500 million of short-term indebtednesitstanding at any time through July 27, 2010.al¥e have
approval from the IURC to issue debt in an amowhtta exceed an aggregate principal amount of ®lillion to
refinance, if deemed appropriate, four variable bt issues currently outstanding and to enterciapital lease
obligations not to exceed an aggregate principalarnof $10 million outstanding at any one timeatous times
throughout the period ending December 31, 2010.d¥ew we also have restrictions on the amount of ahebt
that may be issued due to contractual obligatids&s and by financial covenant restrictions under existing
debt obligations. We do not believe such restnictiwill be a limiting factor in our ability to iseudebt in the
ordinary course of prudent business operations.

We believe that existing cash balances, short-tevestments, cash generated from operating aetsvénd
borrowing capacity on our committed credit facilityll be adequate for the foreseeable future totraaécipated
operating expenses, interest expense on outstaimdiagtedness, recurring capital expenditures anpay
dividends to AES. Sources for principal payment®otstanding indebtedness and nonrecurring capital
expenditures are expected to be obtained fronex(gting cash balances; (ii) cash generated froenaijmg
activities; (iii) borrowing capacity on our comnaitt credit facility; and (iv) additional debt finang. As described
previously, the current weak economic conditiony ffivait our access to cash in the capital markietsyever we
do not have any indebtedness maturing until 20ldngrmajor construction activity planned before @01
Therefore, we do not anticipate a need to accesdaht capital markets until at least 2010, altihowrg may decide
to do so, if terms are favorable and it is deenmeshemic.
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Capital Requirements
Capital Expenditures

Our construction program is composed of capitakaxitures necessary for prudent utility operatiand
compliance with environmental laws and regulati@isng with discretionary investments designedrtprbve
overall performance. Our capital expenditures &at&i27.0 million and $27.1 million for the three mttzs ended
March 31, 2009 and 2008, respectively. Construatigpenditures during the first three months of 2868 2008
were financed with internally generated cash preditly operations and borrowings on our credit itéesl.

Our capital expenditure program for the three ymaiod 2009-2011 is currently estimated to costaxamately
$454 million. It includes approximately $185 miltidor additions, improvements and extensions tostrassion
and distribution lines, substations, power factat goltage regulating equipment, distribution tfansers and
street lighting facilities. The capital expenditgm®gram also includes approximately $138 millionpower plant
related projects; $98 million for construction profs designed to reduce S&hd mercury emissions; and $33
million for other miscellaneous equipment and fturé. There are no planned capital expenditur@9@9-2011 for
new generation. The majority of the expendituresctmstruction projects designed to reduce & mercury
emissions are recoverable through jurisdictiontdireate revenue as part of our Clean Coal Tedwoprojects,
subject to regulatory approval. Capital expendgwaee financed with a combination of internally gexted funds
and short-term and long-term borrowings.

Dividends

All of IPALCO'’s outstanding common stock is held AES. During the first three months of 2009 and20@
paid $55.3 million and $18.8 million, respectiveily dividends to AES. Future distributions will determined at
the discretion of our board of directors and wépend primarily on dividends received from IPL. idands from
IPL are affected by IPL’s actual results of opernasi, financial condition, cash flows, capital reqments,
regulatory considerations, and such other factei®h’'s board of directors deems relevant.

Pension Funding

We contributed $5.0 million and $0.3 million to tEenployees’ Retirement Plan of Indianapolis Poweright
Company and Supplemental Retirement Plan of Ingiali@Power & Light Company in the first quarteragf09
and 2008, respectively. Funding for the qualifiedffoyees’ Retirement Plan of Indianapolis Poweright
Company is based upon actuarially determined dmnttdns that take into account the amount deduecfi
income tax purposes and the minimum contributiquired under Employee Retirement Income Securitlyohc
1974, as amended by the Pension Protection Add@8,2as well as targeted funding levels necessamyeiet
certain thresholds. Management does not currerpig@ any of the pension assets to revert bacRltallring
20009.

Capital Resources
Indebtedness

In January 2009, the IURC issued an order appravgihés financing petition filed in August 2008. Tloeder

grants IPL the authority to enter into capital Eabligations not to exceed an aggregate prinaipalunt of $10.0
million outstanding at any one time and to refirgritappropriate, four variable rate debt issugsently
outstanding totaling $171.9 million at any timeaighout the period ending December 31, 2010. Thabla rate
debt includes three series whose interest rateseaia a weekly auction rate process and onessttat is set based
on a weekly remarketed rate. Given the volatilityhie capital markets, we will continue to evaluate alternatives
with regard to refinancing this debt.

See'Impacts of Weak Economic Condition&r information regarding the 1995B Bonds.
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Industry Changes
American Recovery and Reinvestment Act of 2009

The American Recovery and Reinvestment Act of 2089 enacted into law in February 2009. The American
Recovery and Reinvestment Act of 2009 includesousrprovisions that fund the development of thetatepower
industry at the federal and state level. Theseigians include, but are not limited to, improvingeegy efficiency
and reliability; electricity delivery (including sart grid technology); energy research and developrmenewable
energy; and demand response management. IPLlisaéing the eligibility requirements for these prags. At
this time, we cannot predict the impact of the Aicaar Recovery and Reinvestment Act of 2009 on esults of
operations, financial condition or cash flows.

Environmental Matters
Climate Change Regulations

As noted in the our 2008 Form 10-K, in April 20@7e U.S. Supreme Court issued a decision in ainasb/ing
the regulation of C@emissions from motor vehicles under the CleanA&ir The U.S. Supreme Court ruled that
CG, is a pollutant which potentially could be subjectegulation under Section 202 of the CAA and t#HRaA had
a duty to determine whether @@&missions contribute to climate change or to glewome reasonable explanation
why it would not exercise its authority. In respeng the U.S. Supreme Court’s decision, in July&@0e EPA
issued an Advanced Notice of Public Rulemakingc#tolig public input on whether C{missions should be
regulated from both mobile and stationary sourceten Section 202 the CAA. In order for the EPAdgulate CQ
and other greenhouse emissions under Section 202 @AA, such emissions must be “endangering putgalth
and welfare” under the CAA. In April 2009, the EPg#leased proposed findings for comment which inetud
proposed finding that atmospheric concentrationsofreenhouse gases, including £@ndanger public health
and welfare within the meaning of Section 202 (athef CAA.” While the document did not include prepd
regulations, it could be viewed as signaling EP®ikingness to regulate greenhouse gas emissiodsrihe CAA.

This response to the U.S. Supreme Court’s decisimmpled with stimulus from the new administraticegulators,
members of Congress, states, non-governmental iaegems, private parties, the courts and othetofaccould
result in a determination by the EPA to regulate, €é@issions from both mobile and stationary souricedding
electric power generation facilities. While the or#ty of current state, regional and federal ittitias regarding
CO, emissions contemplate market-based compliance anesths (e.g., cap-and-trade), such a determinbgidche
EPA could result in C®emission limits on stationary sources that doimdtide market based compliance
mechanisms (e.g., carbon tax, {nission limits, etc.). Any such regulations coinickease our costs directly and
indirectly and have a material adverse effect anbmsiness and/or results of operations. For amditiinformation
regarding the risks associated with carbon emissiegeltem 1A. Risk Factors — Regulators, politiciangm
governmental organizations and other private partiave expressed concern about greenhouse gasamiasd
are taking actions which, in addition to the potahphysical risks associated with climate changmyld have a
material adverse impact on our consolidated resoftsperations, financial condition and cash flovesid“ltem 7.
Management'’s Discussion and Analysis of Financahdtion and Results of Operations — Liquidity aapital
Resources — Environmental Matterisitluded in our 2008 Form 10-K.

Clean Air Mercury Rule

In a rule issued in March 2005, the EPA finalizee €lean Air Mercury Rule, which is a national g to cap
mercury emissions from coal-fired generating usigsting in 2010, with a second reduction in theauey
emission cap level scheduled for 2018. In Febr@agg, the U.S. Court of Appeals for the DistriciGaflumbia
Circuit vacated the Clean Air Mercury Rule on tlasils that the EPA had failed to properly de-listeuey as a
hazardous air pollutant under Section 112(c)(thefCAA. The result of this decision is that meycemissions
from electric generating stations are subject éorttore stringent requirements of maximum achievebirol
technology applicable to hazardous air pollutamt$ebruary 2009, the U.S. Supreme Court declinagéview the
U.S. Court of Appeals’ Clean Air Mercury Rule deois The EPA is now expected to propose a newtaule
address hazardous air pollutant emissions fromrelegeneration power plants.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURE ABO UT MARKET RISK

Not applicable pursuant to General Instruction khef Form 10-Q.

ITEM 4. CONTROLS AND PROCEDURES

We maintain disclosure controls and proceduresdtetiesigned to ensure that information requivdsketdisclosed
in the reports that we file or submit under the8ities Exchange Act of 1934, is recorded, proagssemmarized
and reported within the time periods specifiechia Securities and Exchange Commission’s rules amadsf, and
that such information is accumulated and commuedtéd the principal executive officer and princifimhncial
officer, as appropriate, to allow timely decisioagarding required disclosures.

Evaluation of Disclosure Controls and Procedures

We carried out an evaluation, under the superviaimhwith the participation of our management,udaig the
principal executive officer and principal financaéfficer, of the effectiveness of our “disclosuentrols and
procedures” (as defined in the Exchange Rules B8a}hnd 15-d-15 (e) as required by paragraphf(thyeo
Exchange Act Rules 13a-15 or 15d-15) as of Marci28@9. Our management, including the principacekge
officer and principal financial officer, is engageda comprehensive effort to review, evaluate iamatove our
controls; however, management does not expecbthradisclosure controls or our internal controlgofinancial
reporting will prevent all errors and all fraud.cAntrol system, no matter how well designed andaipd, can
provide only reasonable, not absolute, assuraratetih control system’s objectives will be met.tRar, the design
of a control system must reflect the fact thatehame resource constraints, and the benefits dfasmmust be
considered relative to their costs. In additiory emaluation of the effectiveness of controls ikjeat to risks that
those internal controls may become inadequatetimdiperiods because of changes in business comglitbr that
the degree of compliance with the policies or pdutes deteriorates. We have interests in certaipnsolidated
entities. As we do not control or manage thesdiestiour disclosure controls and procedures vesipect to such
entities is generally more limited than those wentaan with respect to our consolidated subsidarie

Based upon the controls evaluation performed, teipal executive officer and principal financificer have
concluded that as of March 31, 2009, our disclosorgrols and procedures were effective to provédsonable
assurance that material information relating tamd our consolidated subsidiaries is recorded,gased,
summarized and reported within the time periodgi§ipd in the Securities and Exchange Commission'ss and
forms and that such information is accumulated @mmunicated to the principal executive officer gnithcipal
financial officer, as appropriate, to allow timalgcisions regarding required disclosures.

Changes in Internal Controls

In the course of our evaluation of disclosure aamistand procedures, management considered cantaimal
control areas in which we have made and are cdntirto make changes to improve and enhance conBated
upon that evaluation, the principal executive @ffiand principal financial officer concluded thiag¢ite were no
changes in our internal controls over financialoripg identified in connection with the evaluaticeguired by
paragraph (d) of the Exchange Act Rules 13a-15dr15 that occurred during the three months endartivi31,
2009 that have materially affected, or are readyrigdely to materially affect, our internal contsoover financial
reporting.
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PART Il - OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

Please seitem 2. Management'’s Discussion and Analysis afdricial Condition and Results of Operations —
Environmental Matters,’and Note 7;Commitments and Contingencie$) the Unaudited Condensed Consolidated
Financial Statements of IPALCO fitem 1. Financial Statementsihcluded in Part | — Financial Information of

this Form 10-Q for a summary of significant legedgeedings involving us. We are also subject tdimeu

litigation, claims and administrative proceedingsiag in the ordinary course of business.

ITEM 1A. RISK FACTORS

There have been no material changes to the riskrfaas previously disclosed in IPALCQO’s Annual Bemn
Form 10-K for the year ended December 31, 2008.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

None.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES

None.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

Effective March 17, 2009, The AES Corporation, @le stockholder of IPALCO Enterprises, Inc. exedute
Consent in Lieu of Annual Meeting of Stockholderider to elect the following six individuals terse as
directors of IPALCO: Edward C. Hall Ill, Ann D. Milow, Richard Santoroski, Ronald E. Talbot, Kenn&th
Zagzebski and Kenneth Uva. No other matter wasided in the Consent, and these individuals arerhe
directors of IPALCO.

ITEM 5. OTHER INFORMATION

None.

ITEM 6. EXHIBITS

Exhibit No. Document
31.1 Certification by Chief Executive Officer recgd by Rule 13a-14(a) or 15d-14(a).
31.2 Certification by Principal Financial Officezquired by Rule 13a-14(a) or 15d-14(a).
32 Certification required by Rule 13a-14(b) or 154b).
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly causisd¢iport to be
signed on its behalf by the undersigned, thereduatp authorized.

IPALCO ENTERPRISES, INC.
(Registrant)

Date:_ May 7, 2009 /s/ Kirk B. Michael
Kirk B. Michael
Senior Vice President and Chief Financial Officer
(Principal Financial Officer and Duly Authorized figfer)

Date:_ May 7, 2009 /s/ Kurt A. Tornquist
Kurt A. Tornquist
Vice President and Controller
(Principal Accounting Officer)
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Exhibit 31.1

Certification Pursuant to Rule 13a-14(a) or 15d-14) of the Securities and Exchange Act of 1934

[, Ann D. Murtlow, certify that:

1.
2.

| have reviewed this quarterly report on Form 10fQPALCO Enterprises, Inc. (the “registrant”);
Based on my knowledge, this report does not commjnuntrue statement of a material fact or ométate
a material fact necessary to make the statements,nralight of the circumstances under which such
statements were made, not misleading with respetiet period covered by this report;

Based on my knowledge, the financial statementsoéimer financial information included in this repo
fairly present in all material respects the finahcondition, results of operations and cash floithe
registrant as of, and for, the periods presentelisnreport;

The registrant’s other certifying officer and | aesponsible for establishing and maintaining disaie
controls and procedures (as defined in ExchangdrAitets 13a-15(e) and 15d-15(e)) and internal cbntro
over financial reporting (as defined in Exchange Rales 13a-15(f) and 15d-15(f)) for the registrandl
have:

(a) Designed such disclosure controls and proceduresused such disclosure controls and
procedures to be designed under our supervisiengare that material information relating to the
registrant, including its consolidated subsidigrissnade known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

(b) Designed such internal control over financial reipgr;, or caused such internal control over
financial reporting to be designed under our sup@m, to provide reasonable assurance
regarding the reliability of financial reportingdthe preparation of financial statements for
external purposes in accordance with generally@edeaccounting principles;

(c) Evaluated the effectiveness of the registrant’sldsire controls and procedures and presented in
this report our conclusions about the effectiversdshe disclosure controls and procedures, as of
the end of the period covered by this report basesluch evaluation; and

(d) Disclosed in this report any change in the regigtsanternal control over financial reporting that
occurred during the registrant’s most recent fisgelrter (the registrant’s fourth fiscal quarter in
the case of an annual report) that has materiéfibgted, or is reasonably likely to materially
affect, the registrant’s internal control over ficél reporting; and

5. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluation of

internal control over financial reporting, to thegistrant’s auditors and the audit committee of the
registrant’s board of directors (or persons perfognthe equivalent functions):

() All significant deficiencies and material weaknessethe design or operation of internal control
over financial reporting which are reasonably bkl adversely affect the registrant’s ability to
record, process, summarize and report financiarinétion; and

(b) Any fraud, whether or not material, that involvearmagement or other employees who have a
significant role in the registrant’s internal camtover financial reporting.

Date:_ May 7, 2009 /s/ Ann D. Murtlow

Ann D. Murtlow
President and Chief Executive Officer



Exhibit 31.2

Certification Pursuant to Rule 13a-14(a) or 15d-14) of the Securities and Exchange Act of 1934

I, Kirk B. Michael, certify that:

1. I have reviewed this quarterly report on Form 10fQPALCO Enterprises, Inc. (the “registrant”);

2. Based on my knowledge, this report does not commjnuntrue statement of a material fact or omstate
a material fact necessary to make the statements,nralight of the circumstances under which such
statements were made, not misleading with respetiet period covered by this report;

3. Based on my knowledge, the financial statement$atimer financial information included in this repo
fairly present in all material respects the finahcondition, results of operations and cash floithe
registrant as of, and for, the periods presentelisnreport;

4. The registrant’s other certifying officer and | aesponsible for establishing and maintaining disgte
controls and procedures (as defined in ExchangdrAitets 13a-15(e) and 15d-15(e)) and internal cbntro
over financial reporting (as defined in Exchange Rales 13a-15(f) and 15d-15(f)) for the registrandl
have:

(a) Designed such disclosure controls and proceduresused such disclosure controls and
procedures to be designed under our supervisiengare that material information relating to the
registrant, including its consolidated subsidigrissnade known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

(b) Designed such internal control over financial reipgr;, or caused such internal control over
financial reporting to be designed under our sup@m, to provide reasonable assurance
regarding the reliability of financial reportingdthe preparation of financial statements for
external purposes in accordance with generally@edeaccounting principles;

(c) Evaluated the effectiveness of the registrant’sldsire controls and procedures and presented in
this report our conclusions about the effectiveradsbe disclosure controls and procedures, as of
the end of the period covered by this report basesluch evaluation; and

(d) Disclosed in this report any change in the regigtsanternal control over financial reporting that
occurred during the registrant’s most recent fisgelrter (the registrant’s fourth fiscal quarter in
the case of an annual report) that has materiéfibgted, or is reasonably likely to materially
affect, the registrant’s internal control over ficél reporting; and

5. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluation of
internal control over financial reporting, to thegistrant’s auditors and the audit committee of the
registrant’s board of directors (or persons perfognthe equivalent functions):

() All significant deficiencies and material weaknessethe design or operation of internal control
over financial reporting which are reasonably bkl adversely affect the registrant’s ability to
record, process, summarize and report financiarinétion; and

(b) Any fraud, whether or not material, that involvearmagement or other employees who have a
significant role in the registrant’s internal camtover financial reporting.

Date:_ May 7, 2009 /sl Kirk B. Michael
Kirk B. Michael
Senior Vice President and Chief Financial Officer




Exhibit 32

Certification Pursuant to Rule 13a-14(b) or 15d-144) of the Securities and Exchange Act of 1934 and
Pursuant to Section 1350 of Chapter 63 of Title 18f the United States Code as adopted pursuant to 8®n
906 of the Sarbanes-Oxley Act of 2002

The certification set forth below is being subrdtta connection with the Quarterly Report on For@aQ for the

three months ended March 31, 2009 (the “Report’}He purpose of complying with Rule 13a-14(b) otér15d-
14(b) of the Securities Act of 1934 (the “Excharge”) and section 1350 of Chapter 63 of Title 1&lwé United

States Code.

Ann D. Murtlow, President and Chief Executive Odfiand Kirk B. Michael, Senior Vice President arfdet
Financial Officer of IPALCO Enterprises, Inc. ("IR&0"), each certifies that, to the best of his er knowledge:
1. The Report fully complies with the requirementsSefiction 13(a) or 15(d) of the Exchange Act; and
2. The information contained in the Report fairly prets, in all material respects, the financial cbadiand
results of operations of IPALCO.

Date:_ May 7, 2009 /s/ Ann D. Murtlow
Ann D. Murtlow
President and Chief Executive Officer

Date:_ May 7, 2009 /sl Kirk B. Michael
Kirk B. Michael
Senior Vice President and Chief Financial Officer

A signed original of this written statement reqditgy Section 906 has been provided to IPALCO andbei
retained by IPALCO and furnished to the Securitied Exchange Commission or its staff upon request.



